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Recent Business Activity 


Arizona drugstores in 1951 were generally more 
profitable for their owners than were drugstores 
in the nation as a whole. Profit before taxes aver- 
aged $7,300 for the Arizona stores, and $5,200 
for drugstores nationwide. Yet the profit ratio 
of the Arizona stores was only 4.7 per cent, com- 
pared to 5.8 per cent for the United States. To 
make the extra profit in dollars Arizona druggists 
made average net sales of $158,000 per store, 
compared to approximately $90,000 average per 
store throughout the country. 

These and other facts of great importance for 
druggists in the Southwest were presented in the 
September issue of Arizona Business and Eco- 
nomic Review, published by the University of 
Arizona Bureau of Business Research, at Tucson, 
in an article on “Arizona Drug Store Operations 
—1951.” The seven page article by N. H. Ring- 
strom, Jr., is based on a survey conducted last 
year by questionnaire, in which about 20 per cent 
of Arizona druggists responded with complete 
information on their business operations. Al- 
though a similar project begun three years ago 
by the New Mexico Bureau of Business Research 


failed to secure the support of New Mexico drug- 
gists, the facts and suggestions given in the Ari- 
zona study will be indirectly useful to New Mexico 
drug store proprietors and managers. 

The Arizona Bureau found that the highest net 
sales for a single Arizona drug store ran well over 
$600,000 in 1951, while the lowest sales reported 
in that year were $19,000. Average rental for 
Arizona stores was $3,252, compared with a U.S. 
average of $2,223. Even so, rental paid on Arizona 
stores was only 2 per cent of sales, compared with 
2.5 per cent for the nation. 

Arizona stores spent on the average about 
$2,000 a year for advertising, or 1.3 per cent of 
sales. Drug stores throughout the nation in 1951 
spent an average of $442 on advertising, or 0.5 
per cent of their sales. 

Prescription receipts made up 16.6 per cent of 
the sales volume of the Arizona stores, compared 
with 21.8 per cent of all U.S. drug stores, even 
though the larger average sales volume in Ari- 
zona pushed prescription receipts up 41 per cent 
above the national figure. The largest volume of 
prescription receipts for an Arizona store was 
$500 $71,000, the smallest reported was about 

500. 

The article further analyses Arizona drug store 
operations in detail by comparing costs by form 
of business organization, by sales volume groups, 
and by rate of profit earned. 


This Year’s Harvest 

New Mexico will produce about one bale of 
cotton per acre this year from the 312,000 acres 
of cotton land now being harvested in the State, 
according to the most recent estimate of the 
Department of Agriculture. This productivity is 
greater than for any of the traditional cotton-belt 
states, but is less than for the other western- 
irrigated cotton areas in Arizona and California, 
which will produce well over a bale an acre this 
year. 

New Mexico’s limited but important production 
of long-staple American-Egyptian cotton in 1953 
will come from 18,500 acres of the total planted 
in cotton in the State. Both acreage and expected 
yields of this type are down from last year, with 
11,000 bales anticipated, compared with 18,100 
harvested last year. 

Cotton is the most important cash crop in the 
State, supplying last year over $64 million of the 
nearly $87 million total cash receipts from farm 
marketings. New Mexico’s American-Egyptian 
cotton is a recognized premium crop, but even the 
“ordinary” upland cotton comprising most of the 
State’s production is usually of exceptional quality 
and fetches better prices on the average than 
upland cotton from the southeastern states. 


New Mexico increased its production of sudan- 
grass seed this year, although not in as great a 
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INCOMES NEW MEXICO— 


An Analysis of Growth 


Ralph L. Edgel* 


During the last decade New Mexico led all its 
sister states in gain in income. Total income 
received by all New Mexicans in 1952 was 222 per 
cent greater than in 1942, according toa recent 
release by the Department of Commerce. This 
compared with gains in the same period of 119 
per cent for the nation, and 187 per cent for 
Arizona, New Mexico's nearest rival in the in- 
come sweepstakes. 

Possibly the most significant measure of New 
Mexico's economic development since the Great 
Depression lies in this increase in the income of 
its people. If we go back to 1933, total income 
received by New Mexicans was amere $90 million. 
Only Nevada and Wyoming residents got less that 
year. By 1952 income payments to New Mexicans, 
of $965, were larger than the payments in eight 
other states. The increase of 972 per cent since 
the Depression was accomplished while the na- 
tion's personal income gained 452 per cent. Of 
all the states, only Arizona has equaled New 
Mexico's gains in income since 1933. 

Such a gain is remarkable in a state which has 
been generally regarded as an economic hinter- 
land, and it requires some careful consideration 
of causes and effects. 

In looking for causes, the twowhich seem most 
obvious are inflationand population growth. Both 
have been important. Butinflation fallsfar short 
of explaining why incomes of New Mexicans have 
increased much more rapidly than those of other 
Americans whose incomes have also been affected 
by inflation. Growth of population is an equally 
inadequate explanation, for while Arizona, Cali- 
fornia, Florida, Nevada, Oregon, and Washington 
have all had greater percentage gains in popula- 
tion, incomes to individuals in those states have 
not increased as much as in New Mexico. 

The fact is that neither inflation nor population 
increase explains the extraordinary gains in total 


* Mr. Edgel is Director of the Bureau of Business Research 
and Associate Professor of Business Administration. 


income because per capita incomes have also in- 
creased more than in any other state. In 1933 
New Mexico's per capita income was $196, only 
53 per cent of the national average of $368. In 
1952 it was $1,331, 81 per cent of the national 
average of $1,639. During these twodecades New 
Mexicans gained steadily on the national average. 

This steady improvement relative to the nation 
is shown in the accompanying graph comparing 
indexes of both total and per capita income pay- 
ments for New Mexico and the United States. 
(Figure 1.) Although this graphdoes not compare 
the actual amounts of income received, it does 
compare the changes inincome that have occurred 
in New Mexico and the nation, using 1940 asa 
basis (i.e., 1940 = 100). The lines representing 
income in New Mexico rise faster and farther than 
those for the United States, showing how much 
greater the relative growth of income in this State 
has been. 

The graph also shows when this rapid growth 
began. The spread between the lines began after 
the start of World War II, corresponding to the 
great upsurge in national income, andit gets pro- 
gressively wider. From the beginning of the war 
in Europe to our entry into the fracas (1939 to 
1942) national income rose 66 per cent while New 
Mexico's income increased 68 percent. Engage- 
ment in war, however, had a greater effect upon 
incomes in New Mexico than it did nationally, for 
from 1942 until 1945 the gain in New Mexico was 
52 per cent whereas for the nation it was 34 per 
cent. After the war New Mexico continued to out- 
strip the nation by an even greater margin--112 
per cent compared with 62 per cent. 

From these comparisons it is clear that New 
Mexico enjoyed a remarkable growth of income 
during the war and the postwar periods, particu- 
larly in the postwar years. The casual observer 
might conclude that the State has undergone an 
economic revolution since 1940, Actually the 


evidence does point to the conclusion that New 
Mexico is undergoing basic changes in its economic 
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life. This becomes clear from an examination of 
the changing sources and distribution of income. 

The gain in per capita income is much more 
important than the gain in total income as a 
measure of the economic progress of the com- 
munity. But in order to explain the increase in 
per capita income, itis necessary to examine the 
changes which have occurred in the distribution 
and sources of total income. Thus what follows 
is concerned with changes in total income received 
by individuals in the State. 


CHANGES IN THE DISTRIBUTION OF INCOME 
Individuals receive income infour ways, classi- 
fied by the Department of Commerce as: 


wages and salaries 
proprietorship income 
property income 
other income 


Examination of Figure 2 shows that since 1940 
those who work for wages and salaries have as a 
group gained proportionately more than any other 


income group, with the natural result that in 1952 
they obtaineda greater share of the State's income 
thanthey didin 1940. Property owners as a group 
(those who receive interest, dividends, rents, and 
royalties) showed the second largest gain, and 
they, too, receiveda larger proportion of the total 
income in 1952 than they did in 1940. Incomes of 
proprietors and of receivers of "other income"! 
increased greatly during the period, but not so 
rapidly as those of the first two groups, and they 
in fact received a smaller proportion of the total 
in 1952 than they did in 1940. For those who want 
the actual figures--the dollar amounts, the in- 
creases, and the proportions in 1940 and 1952-- 
these appear in Table II. 

These changes inthe distribution of income in- 
dicate an economy which is growing up. In the 
early stages of commercial and industrial develop- 
ment a large part of the total employment is self- 
employment--the one-man enterprise--in which 
the returns are regarded as proprietorship in- 
come. As the market broadens, the increased 


1. "Other income" includes public assistance, pensions, 
retir t payments, workman's compensaticn, social in- 


surance benefits, mustering out pay, family allowance, etc. 
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Table I 


INCOME PAYMENTS TO INDIVIDUALS 
NEW MEXICO COMPARED WITH UNITED STATES 


1929-1952 
Total Payments Per Capita Payments 
New Mexico U.S. New Mexico U.S. 

Amount Indexes Indexes Amount Indexes Indexes 
Year (millions) 1940 = 100 1940 = 100 
1929 $161 84.7 108.9 $ 383 107.6 118.3 
1930 137 7.1 96.7 322 90.4 103.7 
1931 116 61.0 61.7 265 74.4 87.0 
1932 86 45.3 62.5 192 53.9 66.1 
1933 90 47.4 61.0 196 $5. 1 64.0 
1934 113 59.5 69.9 240 67.4 73.0 
1935 131 68.9 at.2z 272 76.4 80.0 
1936 162 85.3 89.6 330 92.7 92.3 
1937 177 93.2 95.2 353 99.2 97.6 
1938 165 86.8 87.1 322 90.4 88.5 
1939 179 94.2 341 95.8 93.7 
1940 190 100.0 100.0 356 100.0 100.0 
1941 222 116.8 121.6 418 117.4 120.5 
1942 300 157.9 154.5 560 157.3 152.3 
1943 380 200.0 187.0 702 197.2 184. 2 
1944 425 223. 7 202.1 799 224.4 201.7 
1945 456 240.0 207.2 857 240.7 207.1 
1946 490 257.9 225.4 866 243.3 210.6 
1947 558 293.7 244. 3 972 273.0 224.9 
1948 619 325.8 266.3 1,046 293.8 240.5 
1949 679 357.4 259.4 1,074 301.7 230.4 
1950 775 40.7.9 287.2 i, 133 318.3 250.4 
1951 916 482.1 319.7 1,297 364. 3 275.0 
1952 965 507.9 336.7 1, 331 373.9 285.0 


Source: U. S. Department of Commerce, Survey of Current Business, August, 1953, pp. 12-13. 


volume of business justifies the employment of 
additional people who work for wages, and an in- 
creasing share of the total income from economic 
activities is paid out in the form of wages and 
salaries. The larger economy provides broader 
markets which support business ona larger scale 
and justify a larger payroll. Thus, although 
proprietors' income has increased in amount, 
their proportionate share of the greatly increased 
total income is less than it was when income and 
business enterprise were smaller. The decline 
indicates the growth of business enterprise inthe 
State. 

In the later stages of development, also, as in- 
vestment in various capital goods and equipment 
becomes larger (justified again by the broader 


markets) and the process of investment becomes 
more specialized, income from property takes 
an increasing share of thetotal income. Thus the 
increasing share going to property income is 
further evidence of New Mexico's developing 
economy. 


CHANGES IN THE SOURCES OF INCOME 

All income originates in economic activities 
which may be identified with various industries. 
Of the four distributive shares previously dis- 
cussed, however, two of them--property income 
and other income--cannot be traced to their in- 
dustrial source because they are channeled to 
individuals through such intermediaries as corpo- 
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SHARES OF INCOME PAYMENTS 
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Total Payments 
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Net Wages & Salaries 
Net Proprietor Income 
Property Income 
Other Income 


Gross Wages & Net Profits 
Agriculture 
Trade 
Government* 
Services 
Transportation & Utilities 
Mining 
Manufacturing 
Construction 
Finance** 


rations, financial institutions, and governments. 
But the other two--wages and salaries and pro- 
prietorship income (ordinarily called profits)-- 
come directly from, and can be traced to, the 
various industries or activities which produce 
and pay them to individuals. 

An analysis of the changes in the amounts an 
proportions paid out as wages and profits by 
various activities, including governments, is 
helpfulin understanding what has happened in New 
Mexico since 1940. These two shares together 
account for 83.8 per cent of all1952 income. Such 
an examination, even if somewhat complex and 
tedious, is extremely worthwhile for the person 
who wants answers to "what's happened."' The 
figures upon which the analysis is based are 
summarized in Table Il, whichalso shows compa- 
rable figures for the United States. 

The proportion of total income contributed by 
each activity in 1952 was, with few exceptions, 
substantially different than it was in 1940. Agri- 
culture, which in 1940 occupied first place asa 
contributor to total income, had been replaced by 


OTHER government. Along with government, construc- 
INCOME tion, manufacturing, and finance (including in- 
surance and real estate) also paid out proportion- 
ately more of the total than they did in 1940. On 

Table II 


INCOME PAYMENTS TO NEW MEXICANS 
BY TYPES AND SOURCES 
1940 and 1952 


Amounts 
(in millions) 


1940 1952 
$190.3 $964.7 
103.5 604. 4 
50.8 203.5 
18.1 96.0 
17.9 60.8 
$155.4 $817.5 
37.8 115.9 
29.2 147.8 
23.8 167.6 
19.8 89.6 
16.2 70.3 
14.2 65.0 
6.0 64.1 
5.9 76.9 
2.5 20.3 


Including pay of armed services. 
** Including insurance and real estate. 


Proportions Increase 1940-1952 
(in per cent) (in per cent) 
1940 1952. New Mexico’ United States 
100.0 100.0 406.9 197.1 
54: 4 62.7 484.0 264.5 
26.7 21.1 300.6 227.3 
9.5 9.9 430.4 135.8 
9.4 6.3 240.0 219.0 
100.0 100.0 426.1 258.8 
24.3 14.2 206.6 217.4 
18.8 18.1 406.2 248.9 
15.3 20.5 604. 2 293.4 
12.7 10.9 352.5 191.6 
10.4 8.6 334.0 228.7 
9.1 8.0 357.7 186.8 
3.9 7.8 968.3 292.7 
3.8- 9.4 1, 203. 4 514.5 
1.6 2.5 712.0 196.8 


There is no proprietor income from government. 


Source: Special tabulations provided by Department of Commerce. 
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the other hand, services, transportation and 
utilities, and mining were, like agriculture, 
relatively less important as contributors to total 
income. Trade contributed the same proportion 
in 1952 as it did in 1940. 

Thus in1952 New Mexicans were more depend- 
ent upon activities in government, construction, 
manufacturing, and finance for their income than 
they were in 1940. The relative positions and 
contributions to income of the several activities 
in the two years appeared like this: 


1940 1952 
Agriculture 24.3% Government 20.5% 
Trade 18.8% Trade 18.1% 
Government 15.3% Agriculture 14.2% 
Services 12.7% Services 10.9% 
Transportation Construction 9.4% 

and Utilities 10.4% Transportation 
Mining 9.1% and Utilities 8.6% 
Manufacturing 3.9% Mining 8.0% 
Construction 3.8% Manufacturing 7.8% 
Finance 1.6% Finance 2.5% 


In this realignment of the various activities, | 
several points are worth special notice: 


MORE DIVERSIFICATION 

Most important, perhaps, is the fact that in 
1952 no single activity produced as large a part 
of the total income in New Mexico as agriculture 
did in 1940. Moreover, the four activities which 
were least important in 1940 had all increased 
their proportionate share of the totalin 1952. This 
indicates a greater diversification of activities-- 
less dependence uponany single one and increased 
importance of the formerly small contributors. 
The economy was operating on a broader base in 
1952. 


CHANGED EMPHASIS 

Agriculture, which in 1940 was the leading 
employer and contributor to income in the State, 
flourished as a whole during the period to 1952. 
By 1952, however, it had given up its leadership 
to government. 

Government had become the leading source of 
income payments to individuals. Although the 
popular reaction to this development is likely to 
be one of dismay, based on the assumption that 
government activities are somehow non-pro- 
ductive and impermanent, the subsequent analysis 
will show that the heavy government employment 
and expenditures in New Mexico have contributed 
a new element of great promise into the economic 
makeup of the State. 

The construction industry jumped from eighth 
to fifth place as a producer of income, primarily 


as a result of the postwar building boom. Al- 
though the increased contribution of this activity 
may be regarded as a cyclical gain, it does con- 
stitute one measure of the rapidly growing popula- 
tion and the related heavy and increasing capital 
investment inthe State during the past few years, 
a fact of considerable significance for future 
development in New Mexico. It indicates the 
growing confidence of businessmen and investors 
in the future of the State. In addition, the con- 
struction has provided basic facilities for future 
development. 

Because construction jumped to fifth place, 
mining and manufacturing both ranked lower in 
1952 thanin 1940. This change inrelative position 
did not meanthat they hadbecome less important; 
on the contrary, both contributed substantially 
larger shares of the total income than they did in 
1940, attesting to the broader base for the 1952 
economy. 


INDUSTRIES GREW AT DIFFERENT RATES 

These changes in the relative importance of 
various activities as contributors of income re- 
sulted from different rates of increase among 
them. All activities showed big increases, but 
the fact of increase was not nearly so important 
as the fact that some activities increased their 
contributions much more than others did. And 
these differences in the rate of increase are im- 
portant, for it would seem logical that those which 
showed the greatest increases relative to the 
others must have done so because they received 
the greatest stimulus and have therefore con- 
tributed most to the changing nature of the econo- 
my. 

With this assumption in mind, it is enlightening 
to compare percentage increases inincome among 
the several sources of income, as shownin Figure 
3. By way of further comparison, incomes for 
the same activities for the United States are shown 
as background to the New Mexico figures. 

The construction industry made the greatest 
percentage increase of all activities from 1940 
to 1952. This was true for the United States also, 
andisas expected. Construction, a capital equip- 
ment industry, normally shows greater cyclical 
fluctuations than most other industries. Since the 
beginning and ending of the period under discussion 
correspond to the approximate low and high of the 
construction cycle, much of the gain in construc- 
tion income is purely a cyclical gain. 

Much the same is true of the tremendous gain 
in the income of the group called finance (which 
includes insurance and real estate) because this 
group includes real estate concerns engaged in 
speculative building. Since the increased share 
of income provided by the building boom may be 
regarded again as essentially cyclical rather than 
part of a fundamental change in the economy, the 


= 
- 


Per cent 
Increase 


1200 


1000 


COMPARATIVE PERCENTAGE CHANGES IN INCOME PAYMENTS 


NEW MEXICO & UNITED STATES 
1940 to 1952 


Ea New Mexico 
= United States 


TOTAL CONSTR 


MANUF'G 


FINANCE 


gains of these two groups may be set aside in 
considering basic changes in the sources of New 
Mexicans' income. It is with respect to the other 
industries that the relative changes are most 
significant. 
o Of the remaining industries, manufacturing 
+O achieved by far the greatest percentage growth 
in income during the period, tripling the average 
rate of growth for the State. It also tripled the 
rate of growth of manufacturing nationwide. As 
z a producer of income, manufacturing was twice 
as important in New Mexico's 1952 economy as it 
was in 1940. 

Next to manufacturing, the share paid out as 
government salaries (there's no proprietorship 
income from government) rose at the most rapid 
; rate. This is not news to most New Mexicans 
Z who've become accustomed to the idea that govern- 
: ment activities have contributed a good deal to 
our postwar prosperity. But the idea that New 
Mexico has gained a disproportionately large share 
Z pe from government expenditures should be given a 
oe second look, because for the nation asa whole the 

Ks rate of increase in income from government ex- 
ie ceeds all activities except the cyclical bellwether, 
construction. 

The increases in income from other sources, 
although substantial, were not so outstanding as 
those for manufacturing and government. It is 


significant, however, that agriculture showed the 
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smallest rate of increase, even though the gain in 
agricultural income was very large. The com- 
pletely different rates of change in manufacturing 
and agriculture emphasize the character of the 
economic changes which are occurring in New 
Mexico. Insome ways these changes appear tobe 
following a pattern similar to the Industrial 
Revolution which overtook the East and parts of 
the Middlewest more than a century ago. 


THE CHANGING ECONOMY 

The evidence shows that there is underway in 
New Mexico a substantial change in its economic 
way of life. In order to understand what has 
happened and is happening, it's necessary to look 
back a few years to see where we've come from. 

A convenient place to start is in 1940 when per 
capita income in the State was only 62 per cent 
of the nation's. In that year, of all the people in 
the labor force, only 78. 8 per cent were employed 
(cther thanonemergency work) incontrast to 85. 6 
per cent for the nation. A decade later, when 
noses were counted again, 94.6 per cent of New 
Mexico's labor force was employed, which com- 
pared rather favorably with the 95. 2 per cent for 
the nation. Even though exact figures are not 
available for 1952, it seems probable that the 
improvement in New Mexico was even greater by 
that time. 
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A more important key to the change going onin 
New Mexico, however, lies inthe changed charac- 
ter of employment. Not only were more people 
employed in 1952 thanin 1940; they were employed 
in quite different ways, as can be seen by careful 
examination of Figure 4. This changed character 
of employment in turn produceda different distri- 
bution of income, as can alsobe seenfrom Figure 
4. 


SHARES OF EMPLOYMENT AND INCOME PROVIDED 
BY MAJOR ACTIVITIES IN NEW MEXICO 
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The graph depicts the changes from 1940 to 
1952 inthe way inwhich New Mexicans made their 
living. It shows four things with respect to each 
major income producing activity: 


. its contribution to total employment in 1940 
. its contribution to total wages and profits in 1940 
. its contribution to total employment in 1952 
. its contribution to total wages and profits in 1952 
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By comparing the size of the bars in each year, 
changes in employment can be related to changes 
in income from each major activity. 

These comparisons show that of the nine major 
activities, five have become relatively more im- 
portant as employers of New Mexicans: 


Government (including armed forces) 
Transportation and Utilities 

Manufacturing 

Construction 

Finance (including insurance and real estate) 


But of these five-- 

Government's importance asa source of income 
did not increase as much as its importance as an 
employer. 

Transportationand utilities were less important 
as sources of income. 

Increases in both construction and finance may 
be attributed largely to cyclicalinfluences rather 
than to any basic change in the economy. 

This leaves manufacturing as the outstanding 
contributor to the changing character of income 
producing activities in New Mexico. 

This is not to say that the other activities are 
not important inthe present make-up of the State. 
They are. But in examining the 1952 economic 
structure to see which activity has increased most 
in terms of its 1940 contribution, manufacturing 
is the standout. 

Does this mean that New Mexico has become 
industrialized? Obviouslynot. But the increasing 
contribution of manufacturing coupled with the 
declining contributions of agriculture and mining 
point to the conclusion that the State's economic 
development is following the pattern of most mod- 
ern societies--relatively more emphasis on manu- 
facturing and less on extractive activities. Thus 
it can be said that New Mexico is growing industri- 
ally, although that does not necessarily mean that 
the State will ever become an industrial area. 


The recent growth of manufacturing, however, 
has a significance which transcends its present 
size. Most of it has been directly attributable to 
the growth of large-scale research and develop- 
mental activities. These activities, which are 
rapidly achieving status as a new industry in New 
Mexico, also account for much of the growth in 
government. In other words, this new industry 
accounts for the unusual gains of the two leaders 
in growth--manufacturing and government. 

The gainin government employment and income 
in New Mexico achieves the special significance 
referred to earlier because a substantial portion 
of ithas subsidized this new industry. Government 
subsidy in one form or another has underwritten 
the success of a number of major American in- 
dustries, and there is reason to suppose that this 
new industry will achieve permanence in New 
Mexico in just this way. 

The products of research in New Mexico have 
many direct and important industrial applications, 
the demand for whichis tremendous. Once having 
gained a footholdin New Mexico, it is only natural 
that this industry, like others, would ‘attract to 
itself many associated and facilitating industries 
and services (as it is already doing). Viewed in 
this way, our great gains in manufacturing and in 
government are probably providing the basis for 
an industry as stable as any can hope to be, and 
one which has great promise for the future. 2 

The important thing is that New Mexico's 
economy is developing and progressing rapidly 
toward providing more and better employment. 
This results in more and larger incomes--a 
broadening of the market. This in turn provides 
increased opportunities for enterpriseand invest- 
ment. 


2. In the September 1953 issue of this publication the charac- 
ter and significance of recent growth in manufacturing was 
related to the development of extensive research activities in 
New Mexico which appear to have great promiseas anew "basic" 
industry for the State. 
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proportion as the nationwide increase. The State 
will supply about 3,250,000 pounds of the expected 
national total of 52,921,000 pounds. Rank in pro- 
duction is fourth, following California, Texas, and 
Colorado. The harvest this year in New Mexico 
will come from approximately 10,000 acres, mostly 
in the eastern part of the State. 


* * * * 


Both yields per acre and total production of 
beans in the State will be up this year. Indicated 
yields are 400 pounds per acre, compared with 
340 pounds last year, and a ten-year average 
(1942-1951) of 290 pounds. Expected harvest will 
be 220,000 bags of 100 pounds each, compared 
with 136,000 bags last year, and a ten-year aver- 
age of 472,000 bags. 


Insurance Money Changes 
the Farm Credit Structure 


The sources of money for farm mortgages in 
New Mexico changed rather drastically in the 


period 1945 through 1952, as the following table 
shows: 


FARM MORTGAGE DEBT IN NEW MEXICO 


1944 
($000) % of total % of total 
Federal land banks ........... 5,727 23.0 6,567 9.5 
Federal Farm Mortgage 
1,590 6.4 159 0.2 
Farmer’s Home Administration 759 3.0 2,349 3.4 
Life Insurance Companies ..... 4,409 17.7 $1,698 46.0 
Banks, individuals, and other 


Source: Department of Agriculture. 


The most significant change has been in the 
large scale entry of insurance companies into the 
farm mortgage investment field. Eight years ago 
insurance companies accounted for less than 18 
per cent of New Mexico’s farm mortgage loans; 
at the first of this year they held 46 per cent of 
the total, displacing banks and individual lenders 
from leadership in such holdings. 

Nationally, however, the picture was different. 
Loans by insurance companies in 1944 amounted 


BUSINESS ACTIVITY IN NEW MEXICO 


Per Cent Change Per Cent Change 
Indicated Month Indicated Month 
Index Compared With Index Compared With 
e Same 
Month Month 
Preceding Last Preceding Last 
: Month Year Month Year 
Bank Loans and Discounts ..... ” 128.2 — 124 + 16.5 Government ...... ea — 03 + 05 
Demand Deposits ............ . — 15 + 38.6 Contract Construction ....... "107.7 + 15 — 1.5 
"169.6 + 11 + 16.7 Building Permits ............... 230.0r — 6.9r + 47.4r 
"158.6 — 12.6 + 8.6 Petroleum Production ........... "166.2 + 47 + 32.6 
Wage Employment.............. "136.0 — 0.3 + 2.6 Electric Power Production ...... "195.6 — 23 + 9.4 
Manufacturing ............... "4997.7 + 62 Metallics Production, Total ” 82.5 — 0.7 — 35.0 
” ne uction—Lead ...... — 57. 
Transportation & Utilities .... 136.3 + 0.5 + 8.5 43.1 224 
Mine Production—Coal .......... ud 30.6 + 4.5 — 16.2 
Mine Production—Potash ........ — 41 + 10.0 
90.0 — 2.3 — 20.6 
Livestock Prices .............. val 85.9 — 08 — 26.6 
SEPTEMBER DATA (1947-49 Mo. Av.=100) 
" 166.0 — 23 + 38.9 
Bank Loans and Discounts ...... * 127.3 — 0.7 — 65.4 
Demand Deposits ................ "187.0 — 10 + 2.17 
"170.1 + 038 + 14.9 
" 158.5 — $1.1 — 20.9 
165.3 + 4.2 + 6.7 
All Farm Prices ............. y i 86.6 — 38 — 22.5 
Livestock Prices .............. 6 82.2 — 438 — 28.0 
OCTOBER DATA 
Retail Food Prices in Coaeee 
(Sept. 1949=100) . code 2008 + 1.1 1.4 
BUSINESS ACTIVITY BY DISTRICTS 
District 1 2 8 4 5 6 7 8 9 
September Compared with August 
9.5 — 3.4 + 58 — 1.5 — 6.2 — 6.2 — 0.9 — 15 — 3.3 + 3.7 
Loans and Discounts .............. +12.6 — 38.5 —23.9 + 3.1 +21.7 —17.9 —11.5 — 3.6 — 3.4 
Demand Deposits — 0.9 —11.5 + 0.6 + 1.0 + 1.5 + 0.1 + 5.6 — 2.2 » § 0.8 
Time Deposits + 0.4 + 1.3 + 13 — 0.3 + 2.2 + 0.7 — 0.8 + 3.7 0.4 
Postal Receipts 5 —16.2 —17.6 +13.5 +20.7 — 0.9 — 2.8 + 5.1 + 5.3 
September Compared with September, 1 
+ 5.1 —12.1 + 8.0 — 6.2 —16.8 — 87 +10.7 + 5.3 
Loans and Discounts +28.8 —26.5 — 9.2 +40.4 —13.5 —26.0 + 6.0 — 3.9 
Demand Deposits — 12 — 8.5 + 1.7 +12.7 — 6.1 + 3.8 t 8.3 t 7.6 
Time Deposits +12.3 +25.2 +14.5 + 4.8 +26.2 + 5.3 29.8 17.0 
‘ostal Receipts — 4.5 — 5.9 414.3 — 3.1 1.5 —12.7 + 1.8 + 5.0 


Source of data: 
Petroleum Production, and Potash Production: N M. Bureau of Revenue 
Life Insurance Sales (New Ordinary): Life Insurance Agency Manage- 
ment Association 
Wess Seno (all categories): N. M. Employment Security Com- 
n 


Electric Power Production: Federal Power Commission 

Metallics Production: U. S. Bureau of Mines 

Coal Production: N. M. State Mine Inspector 

Farm Prices: U. S. Bureau of Agricultural Economics 

Bank data (all series), Postal Receipts, Building Permits, and Retail 
Food Prices in Albuquerque: Bureau of Business Research 
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to 19.0 per cent of all farm mortgage debt in the 
country. By 1952 such loans had risen only to 23.8 
per cent of the total. Loans by banks and indi- 
viduals accounted for 45.5 per cent of all farm 
mortgages in 1944, but rose to 57.2 per cent of 
the total in 1952. In general, therefore, the struc- 
ture of farm mortgage debt for New Mexico was 
quite similar to the national structure eight years 
ago, but has come to differ considerably at pres- 
= due to the more important role of insurance 
oans. 

Much of the activity in insurance company loans 
appears to be centered in the development of 
ground water irrigation in sections of the State 
which formerly practiced dry farming or ranch- 
ing. The Great Southern Life Insurance Company, 
for instance, has concentrated its New Mexico 
loans in recent months in irrigation well devel- 
opment in the Clovis area, and has made about 
half a million dollars worth of such loans this year. 
The Prudential Insurance Company has been mak- 
ing most of its farm real estate loans in the Pecos 
River Valley area, another center of development 
of irrigable land. 

This specialized lending follows sound business 
principles, for the State’s irrigated farms, particu- 
larly those of commercial size, have suffered least 
from the drought and from the farm price decline, 
and are probably best protected against future 
agricultural downturns. Specialization, however, 
also means that insurance companies supply the 
credit needs of only a limited group of New Mexico 
farmers. 

Among dry farmers and ranchers much of the 
current strong demand for farm credit arises from 
drought and price reversals. Many farmers need 
credit this year for operating expenses, while in 
the. favorable farming years just after the war 
more farm credit was going into the purchase of 
land. Livestock operators, in many instances, think 
the cattle market can’t get much worse and ought 
to get better soon. They don’t want to sell at a loss 
in the present depressed market, and many of 
them need loans to get through the winter. 

Some of this money will come from banks and 
individuals, but the operators in greatest need will 
probably resort to the special livestock and dis- 
aster loans made available by the government 
through the Department of Agriculture. The policy 
on government loans, of course, is to service only 
applicants who cannot get regular commercial 
credit. It is noteworthy that the New Mexico office 
of the Farmer’s Home Administration reports ap- 
plications for its regular production assistance 
loans up 216 per cent from last year for the period 
July 1 to September 30. The same office reports 
that as of October 23 it has made 84 special live- 
stock loans, totalling just under $1 million. This is 
the loan program set up by Congress last summer 
specifically for the aid of distressed livestock 
operators. 

None of the lending agencies interviewed for 


this article reported any foreclosures of farm 
loans. “A few operators have got discouraged and 
quit, but we managed to have their loans taken 
over by someone else without any trouble,” was a 
typical comment. 

Lenders have been able to be choosy in placing 
their money, because the demand for credit has ex- 
ceeded the money available from both government 
and private sources. Part of the government farm 
credit program consists of guaranteeing private 
loans which the lender might not otherwise make 
because of the risk involved. Insurance companies 
making farm loans in New Mexico have rarely 
asked for such guarantees, evidently because they 
felt their loans were adequately secured. In mak- 
ing loans to buy farm land they commonly require 
the operator to put up half the purchase cost in 
cash. This protects the lender from all but the 
most disastrous deflation in land values. 

From the borrower’s point of view farm mort- 
gages have been harder to secure this year than 
last, but this appears to be part of the general 
tightness of money throughout the country rather 
than lack of investor confidence in the farm situa- 
tion. And just as the money market in general has 
eased in the last month, so have farm loans by 
insurance companies revived recently in New Mex- 
ico after a period of virtual stagnation.—P.M.S. 
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